Introduction
In spite of the valuable contributions the Solow Swan Model 1 rendered to the modern theory of Economic Growth the approach, based on a neoclassical production function with diminishing returns to labour and capital and combined with the assumption of a constant saving rate, yielded the uncomfortable prediction that per capita growth would eventually cease unless exogenous technological progress took place.
By acknowledging this deficiency in the model, many theorists enriched the theory of Economic Growth in diverse ways; Cass (1965) and Koopmans (1965) , for instance, resorted to Ramsey's contribution 2 to the analysis of consumer optimization in order to provide an endogenous determination of the saving rate. Let it however be said that this improvement of the neoclassical growth model did not solve the problem of dependence of the long run growth rate on exogenous technical advances.
In aiming at sorting out the shortcomings of exogenous growth models, new lines of research, represented by the works of Romer (1986) and Lucas (1988) , developed into what is known as endogenous growth models, allowing for a broader capital definition also including human capital and whose main feature was that the long run growth rate could be constant and positive as diminishing capital marginal product did not take place. 3 In following the latter line of analysis, it results interesting to consider the inclusion of government in endogenous growth models in order to address the questions of what the optimal government size and the tax rate maximizing per capita consumption, capital and income growth rates should be and what implications they will bear upon the analysis, should one allow for distorting taxes to be used.
In this connection the paper aims at identifying for Argentina, by using an AK endogenous growth model and resorting to taxes likely to alter incentives upon savings and investment, the government size that makes maximum the per capita growth rate. Furthermore, and whatever magnitude the estimation of government size may render, the empirical exercise carried out seeks to demonstrate that an intertemporal fiscal balance is possible if a more efficiency-oriented and better administered tax system is aimed at, free from distorting taxes and with respect to which existing evasion levels are curtailed.
Notwithstanding the fact that the government size here equals the productive public spending share on GDP, the point may be differently regarded as the literature embodies at least two variants 4 for public expenditure: in the first place, the standard Samuelsonian approach to public goods in which consumption is neither rival nor excludable; in the second case, public spending refers to government activities entering private production functions as inputs subject to congestion as many firms coincide in the use of facilities.
No public spending, either current or capital outlays, is completely free from the congestion problem and, therefore, growth perspectives will tend to worsen when the former's provision falls short real of demand needs for all kinds of public services for a sustained period of time, not to mention the negative impact upon private production of externality-creating public investment shortage. 5 In this respect, preliminary statistical analyses realized with the Argentina public spending, as of the Nineties (Table 1 ), showed that the public spending's and public investment's growth rate lagged in general well behind that of product for what -and to the extent that this is not reverted -public facilities scarcity may at some moment hinder the process of outuput growth. On these grounds, the congestion model of productive government services, due to Barro and Sala-i-Martín (1992) , is used here as the conceptual framework for the evaluation of the optimal government size.
In extending the empirical support for the congestion model chosen, it should be noticed from figures above that the GDP's annual growth rate not only outweighed that of public spending 7 times out of 10, but also that its overall figure for the period considered reached 58.9 per cent compared with 35.6 per cent in total public spending and the modest 27.5 per cent exhibited by public investment; this gap between growth rates helps to explain why the public expenditure's proportion of GDP fell from 15.2 in 1993 to 13 per cent in 2003.
The optimal public spending share (as a proportion of GDP) definitionally equals, via the government budget constraint, the average tax rate and, for that, -----4 Barro (1990) also refers to the case in which public spending enters the private production function as another input (free public services to producers) whose use will be both rival and excludable. 5 The point is worth emphasizing here that public provision of services and investment is not to be confused with production, as the latter can be either public or private (i.e. privatization of construction and maintenance of a part of the road network in Argentina). Table 1 Argentine GDP and Total Public Spending, 1993-2003 Year GDP the model's empirical results will permit also to compare the optimal and actual average tax rates in Argentina and to suggest policy changes in the existing tax regime, either feasible in terms of tax yield capability (emphasis in efficiency) or convenient in terms of changes in income distribution (emphasis in welfare).
A no minor point is however worth clarifying concerning the scope of the paper: although the point is acknowledged that not only quantity but also quality of public spending bears a hold on long run economic growth, no qualitative assessment is carried out in the paper assuming -as said above -a uniform quality of provided services and facilities 6 by the government.
The author is particularly grateful to Blanca Moreno Dodson who pointed out the convenience of focusing also in efficiency aspects of public spending. Let it in this connection be said that the no consideration of the quality dimension of public spending was here decided on simplicity grounds, in view of the objectives of the paper.
As for the structure of the paper: Section 2 includes a description of the model used whereas Section 3 and 4 are respectively devoted to the empirical exercise of determining the optimal government size and of suggesting tax changes in the light of achieved results and its comparison with the structure and revenue yield of the present Argentine Tax System; finally, Section 5 concludes.
2.
An endogenous model of economic growth with public spending subject to congestion
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As Barro (1990) pointed out, the inclusion of public spending within an AK model amounts to enhancing the level of technology implied by A and will in consequence affect the long run per capita growth. The spending activities (subject to congestion) carried out by the government, and included in the model developed below, will therefore be considered to cause an effect on coefficient A regardless of their current or capital outlays' nature.
According to Barro and Sala-i-Martín (1992) , the expression (1) below stands for the per capita production function for the ith producer:
in which: y i = per capita product k i = per capita capital G = productive public spending subject to congestion Y(Σy i ) = aggregate product As is easily noticed in (1), the functional expression f (G / Y) implies that, given k i , an increase in public spending relative to aggregate product will enhance y i and in turn Y; conversely and due to congestion (∆Y > ∆G), an increase in product relative to G will dwindle y i .
By making the functional expression f (G / Y) equal to (G / Y)
1-α and having:
expression (1) above turns into:
where 0 〈 α 〈 1.
The demonstration that production function (1') exhibits constant returns to scale asks for all firms to have similar technology, for what α will be the same for each of them and for the economy as a whole.
This section includes a synthesis of the model used. The author is aware that criticisms can be raised in respect of the simplifying assumption that sector i's factor shares also apply to the aggregate production function but, allowing that disparities may exist in reality regarding factors' intensity of use among sectors, results are still sound given the macroeconomic nature of the paper.
By dividing (G / Y) by the population, this quotient can be expressed in per capita terms, as in (2) below:
and since Σy i = Ny i = Y, the ensuing expression (3) will also hold:
By substituting in (1'), and rearranging, (4') will be used to show constant returns to scale in the function:
(4') rearranging as follows:
and solving, (4') will turn out into (5) below:
and this in turn stands for constant returns to scale in the production function.
Infinite-lived households, on their part, maximize the following utility function:
(7) subject to the budget constraint (8) stating that private consumption plus gross investment equal net of taxes per capita income:
where ρ, δ and n respectively stand for the temporal rate of preference, the depreciation rate and the population growth rate; θ in turn indicates the degree of concavity of the utility function while τ is the rate of a proportional tax on the aggregates of domestic gross product whose revenue yield is used by the government to run a balanced budget, 9 according to the ensuing budget constraint:
The expression (9), which depicts the government size in terms of public spending, may also be viewed as the average tax rate imposed upon the economy, according to (9') below:
Once the maximization process is performed, and all substitutions completed, the model renders per capita consumption and growth rates as follows:
or, in terms of the tax rate τ :
It would be more appropriate to state that the government could temporarily incur in surpluses or deficits, but the budget should in the long run be balanced.
(10') Several points are worth emphasizing concerning the expression (10') above: in the first place, in so far as the government takes resources from the private sector, taxation reduces the per capita growth rate 10 but, at the same time it helps enhancing the latter through the corresponding provision of public facilities and services. Furthermore, by being a function of constans, the per capita growth rate is itself a constant and no dynamic transition will take place towards zero growth in the steady state; in other words, the growth rate will be positive and constant in the long run.
How does the growth rate achieved in (10') relate with the optimal government size? By taking derivatives in (10') with respect to τ, setting the derivative to zero and rearranging terms the expression (11) is achieved:
(1 -τ
where: τ * is the tax rate that maximizes γ,
After conveniently rearranging it, the expression (11) becomes:
The expression (12) shows that τ * 's value will depend, under the assumption of a Cobb-Douglas production function that exhibits constant returns to scale, on the public spending share in product. Under the mentioned assumption, payments to factors according to their marginal product will exhaust the produced income, as indicated below:
Dividing both members by PY, the ensuing expression is obtained:
and, finally:
The application of the model to the case of Argentina
The Argentine fiscal scenario
In spite of Argentina being a three-tier federation embodying one national government, twenty four provincial governments and over 1,100 municipalities, all of which are constitutionally endowed with ample faculties to raising taxes and carrying out expenditure programmes, the existing interjurisdictional fiscal -----10 Barro and Sala-i-Martín (1995) refers to this as the negative effect of taxation on the after tax marginal product of capital.
arrangements (the so called revenue sharing system) whereby provinces delegate to the national level the collection of main taxes (that is VAT and the Corporation and Individual Income Tax) places in the national level's hands the responsibility of collecting 77-78 per cent of all tax revenues (as shown by Table 15 in the Statistical Appendix), while the subnational governments account for a rather modest 22-23 per cent. All in all, figures also show that -for the benchmark year 2003 -the real overall average tax rate 11 (including all government layers) amounted to 33.75 points of GDP (Table 14) .
The nature of the Argentine Tax Regime, and the structure of tax revenues, as depicted by Tables 13 and 15 In terms of the Tax System, the main consequences of the zero deficit policy were the reintroduction of Export Tariffs, which had been done away by the Government at the beginning of the Convertibility period (in 1991), and the Tax on Financial Transactions, both strongly resisted by economic agents on the grounds that the distorting impact upon exports' competitiveness and the wrong incentives they would give economic agents to move to the shadow economy seriously challenged the convenience and economic efficiency of their use.
The fiscal consequences of these tax changes are clearly depicted by Table 14 Whatever decisive against inefficiency the preceding arguments may be, Tables 13, 14 and 16 highlight the importance export tariffs and financial
The real overall average tax rate results from the quotient between Overall Revenues and GDP. On the expenditure side, and due to decentralization processes set in motion at the end of the Eighties and furthered during the Nineties, subnational governments (provinces and municipalities) were responsible in 2003 for practically 50 per cent of consolidated current and capital spending; their share was overwhelmingly high in the provision of certain public goods and services -especially in the fields of Education, Public Health and Housing -in which they accounted for almost 100 per cent of incurred expenses and in Welfare and Economic Services where the subnational share can by no means considered a minor one. Again, if overall figures are taken for 2003 (Tables 2 and 3) , total public expenditure reached 27.62 points of GDP in 2003 and this figure, compared to the 29.01 points of current and capital revenue, rendered a fiscal surplus of almost 1.40 per cent of GDP. 13 In turn the total primary surplus, let alone payments of interest on domestic and foreign debt, reached 3.77 points of GDP in the same year.
The calculation of the optimal government size for Argentina
Section 2 showed that the budget constraint could be rearranged in order to have the average tax rate τ to stand for the government size [expression (9')] and that its magnitude, obtained by solving equation (12), would in turn guarantee that the requirement of a maximum economic growth rate was met.
The expression (12) also stated that τ * 's value depended on (1 -α ) standing for the public spending share in product. Under the quoted assumption of a constant returns to scale production function 1 / (2 -α ) and (1 -α ) / (2 -α ) will respectively equal to rK / PY and γ G / PY. The argument will be more easily understood if one takes into account that these two taxes' yields are crucial in the strategy followed by the Government of building the surplus required to meet the post-default incoming financial burden. Some estimates are given below by the author.
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Nevertheless, this surplus can not by any means be considered sustainable in the long run as it is somehow hiding the fact that no payments (interest and capital) are so far being made with respect to the defaulted public debt.
14 It must be borne in mind that, by having K, G and Y multiplied by their prices, both these quotients are expressed in monetary terms. The choice of public spending series that would adjust best to a theoretical model of economic growth in which public facilities' congestion existed was addressed to by observing the performance of public spending as of the Nineties, as depicted by Table 1 and taking also into consideration the evidence given by Table 4 .
Notwithstanding the fact that figures in Table 1 permit somehow to infer that congestion in public services and facilities is by all means a likely outcome, if proper attention is paid to the fact that the Argentine overall public expenditure (excluded interests and social security benefits) fell -in the period under analysisfrom more than 15 to 13 points of its GDP;
15 the main bottleneck makes itself evident in capital outlays (embodying externality creating public investment), whose participation fell from an already low average figure of 1.8 points in the mid-Nineties to less than 1.0 point of GDP in the most recent years.
16 Therefore, and in the light of the mentioned empirical evidence, it appears reasonable to resort to data on public fixed capital stock on the understanding that they will better reflect the congestion hypothesis assumed in the theoretical model.
By furthering the empirical analysis, the evidence given by Table 4 strengthens even more the case for the use of public fixed capital stock (excluding private construction) in the determination of the optimal government size in Argentina. As may be seen, the 6.31 per cent rise in public construction during the period fell well short of overall capital stock and private construction, which exhibited rises of almost 23 and 30 per cent respectively; all the same, during the difficult 1999-2003 period for the Argentine economy, overall capital stock and private construction still managed to have an increase of 2.10 and 4.86 per cent whereas public construction practically stagnated and machinery and equipment fell by 6.21 per cent.
The preceding verification suffices to say that G in expression (1) above could be well represented by "Public Construction" as, in line with the theoretical foundations of the growth model resorted to, it embodies most of the fields in which users could more easily congest public facilities. Nevertheless, a closer analysis of Table 4 also avails the inclusion of "Domestic Transport Means and Materials" and "Machinery and Equipment" on grounds that these items also comprise diverse -----15 Proper attention means here that there are no grounds to believe that the the reduction in public spendingrelative to GDP -was somehow matched by an enhanced productivity or quality of services rendered to the public.
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Although the thread of the argument still holds it must be said that, following the widespread privatization process that took place in the Nineties, private owned public utilities firms are now largely responsible for investment in communication, energy, transport and water distribution. items subject to congestion investment in public services. 17 Let it be mentioned, in passing, that 1999-2003 figures show that public investment building-up did not keep in this case pace either with that of overall fixed capital stock or with the increase of GDP for what its performance will aid to better reflecting the theoretical concept underlying (G / Y) in expression (1). -----17 This still holds in the case of several public facilities whose services have been privatized in the Nineties, such as railways or underground trains, with the firms' express compromise of building up investment on account of the conceding government level. Thus, this figure indicates the optimal government size, in terms of the long-run maximum economic growth rate determined by expression (10') above.
Optimal growth and fiscal sustainability
The immediate first conclusion, when comparing the arithmetical solution for equation (12) for the benchmark year (0.30) with the effective public spending share in the same year (27.62 per cent of GDP, Table 3 above, when the 1.39 per cent surplus is not considered) is self explaining: the actual government size in Argentina falls short of the optimal size required for long run economic growth, according to the model which explicitly accounts for the possibility of congestion in the use of public goods and facilities. In other words, the investment effort will have to be deepened in Argentina should the government expect to remove the negative impact of congestion upon long run economic growth. Table 3 showed that the three government levels runned altogether an overall surplus of 1.39 points of GDP in the benchmark year, the question may be raised of whether the Public Sector in Argentina is in a position of enlarging this fiscal surplus while at the same time doing away with distortionary taxes on exports and financial transactions. -----18 In order to keep coherence with the condition stated by expression (13) the used figure for Public Construction reflects the monetary value of public capital stock (stock in physical terms by its price).
Second, even though
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The rationale followed here was that as much as 75 to 80 per cent of Transport Means somehow serve a productive end, either in secondary or tertiary sectors and can therefore be considered part of fixed capital stock. Having posed this challenge, the rest of this section is devoted to showing that there is in fact room in Argentina for a more efficient tax regime and yet producing revenue yields consistent with the requirements of the optimal government size, according to the endogenous model of economic growth developed in Section 2, and of long run fiscal sustainability that respects the necessary provision of public goods and services and meets the country's new financial commitments towards domestic and foreign creditors.
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The exercise rests on the assumption that the pressure already mounting over economic authorities will sooner or later lead to gradual reductions of export tariffs whereas, and by the same token, the tax on financial transactions could either disappear or be maintained with the possibility of using it as a tax credit for the Income Tax of Individuals and Firms. 22 Last but not least, suggestions for making the Tax Regime more efficient (by not curtailing through taxes individuals' and firms' right incentives) do not rule out the possibility of having also a more equitable Tax Sistem in terms of income distribution; this, not dealt with in this preliminary version of the paper, may be achieved by reducing the flat rate in VAT which -as all indirect taxation -hits more heavily to consumers placed in the lower income deciles. It goes without saying that the exercise's main appeal resides in showing that an equal yield scenario will be possible once all changes take place.
Simply put, the proposal deals on the one hand with a proven possibility of enhancing revenue yields of the three taxes that make up almost 50 per cent of overall tax revenues (see Table 15 in the Statistical Appendix), that is, Value Added Tax, Individuals' and Firms' Income Tax, and Employers' Contributions on the Payroll and, on the other, with the possibility of replacing the revenue yield of Financial Transaction Taxes and Export Tariffs, whose share in overall revenue reached 13-14 per cent according to 2003-04 figures. Such a fiscal re-engineering could only be possible by effectively curtailing tax evasion 23 which is reckoned 24 to be greater than 30 per cent, in the case of VAT, superior to 43 per cent in Individuals' Income Tax and not less than 38 per cent in Employers' Social Security Contribution, the latter based on recent reports on the amount of informal or not declared labour.
Although data on fiscal evasion are not so straightforwardly known in the Corporate Income Tax, it may be inferred that it is lower in large firms, whose accounting records permit their tax liability's better assessment and greater in -----21 On the basis of the government's recent proposal to bondholders that closed on 25 February 2005. 22 This solution is favoured by many specialists on grounds that will help to check traditionally high evasion levels particularly in the Individual Income Tax.
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By referring to evasion reduction as the mechanism upon which the proposal is founded, the point is here worthmentioning that the economic authorities in Argentina have also set in motion policies and devoted resources conducive to evasion curtailing. In assuming that evasion in VAT could be checked by one fifth, by far much more modest a target that the one set by the Argentine economic and fiscal authorities, figures in Table 5 would now turn into the ones shown in Table 6 .
In considering next how tax revenues from the Individuals' Income Tax would have behaved should evasion had been one fifth smaller in 2003 the following two features, emphasized by Avramovich in her paper and supporting figures in Table 7 , are worth mentioning:
• the variety of personal deductions (medical expenses, pension payments, family allowances and specific deductions for the employed) and a relatively high threshold for non taxable minimum income reduce significantly the number of taxpayers; • 97 per cent of the revenue is collected from taxpayers in population decile 10 and the remaining 3 per cent from those in the population decile 9.
-----
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The size of the shadow economy could well be a proxy for inferring the evasion level in this tax. In this connection, Schneider and Klinglmair (2004) deemed that the shadow economy in Argentina reached 25.4 points of GDP in year 2000. Although figures on evasion are rather scanty with respect to the Corporate Tax, contrariwise to other taxes, it is not adventurous to assume that possibilities of a revenues' better performance in the tax will certainly depend on the success in achieving a sizeble shrink of the informal economy in Argentina, given the straightforward relationship between the firms' sales and their tax base. It is also true that in upholding the same hypothesis of one fifth reduction, in this case with respect to the shadow economy, will hardly result in a tax yield increase of similar proportions as firms now entering the formal circuit will not be the largest ones already making up -and assumedly with relatively low evasion levels -most of the Corporate Tax Revenue. Therefore, the assumption of a successful one fifth reduction of the shadow economy, from 25.4 to 20.32 points of the GDP, will be taken here to be conducive to only 15 per cent increase in the 2003 tax yield, as shown by Table 9 below. Source: Own estimates based on Schneider and Klinglmair (2004) and figures from Table 13 . Table 10 includes official statistical information on labour markets and the performance of the Tax Administration with relation to Social Security Taxes. By adopting also the assumption that Undeclared Labour could be reduced by one fifth, in line with what has so far been done, Table 11 shows the figures that will result for Employers' Contributions in 2003.
The results shown by these tables were intended to show, for the benchmark year 2003, that there was ground to assert that evasion checking could be an alternative to revenues from economically unwanted taxes. Nevertheless, a static exercise falls short of yielding conclusive evidence as long run fiscal sustainabilitymore akin to dynamic scenarios -is what really matters in relation to economic growth. In this connection, Table 12 depicts results obtained when spending requirements for the optimal government size and needed efficiency enhancing changes in the Tax Regime, in order to render the latter less distorting, are matched within a period extending till 2008 with the government's enhanced financial situation brought about by improvements in its tax administration. In line with the need to assess dynamic fiscal sustainability, the simulation exercise was carried out on the following assumptions: as of 2005, the inflation rate exhibits decreasing annual figures of 10, 8, 6 and 4 per cent respectively, whereas the occurrence of positive economic growth is also assumed with the GDP experiencing a constant growth rate of 4 per cent per year; this permits in turn to achieve the corresponding additional revenue yields in value added tax, individuals' income tax, corporate tax and social security taxes as percentages of product once the reduction in evasion is accounted for. As the simulation mainly rests on the idea that -for the period under analysis -there will be an impact on revenues due to a once and for all successful evasion curtailing of 20 per cent in the four main national taxes, Table 12 's upper part shows the corresponding additional revenue yields in value added tax, individuals' income tax, corporate tax and social security taxes, resulting from computing the reduction in evasion and once the product's benchmark figure was corrected by growth and inflation in order to correctly estimate improvements in the tax yield.
Second, and in line with the declared objective of improving the Tax Regime profile, by gradually doing away with distortionary taxation, Table 12 reflects the revenue's replacement of Financial Transactions Tax and Export Tariffs subject to the condition that the fiscal balance is not altered. The rationale resorted to here is that Export Tariffs are at present and on economic grounds the more damaging fiscal instrument since, to the negative impact upon the competitiveness of exporting sectors, it has to be added the inflationary risk derived from a rate of exchange conditioned by fiscal needs; 26 the proposal's core consists of a cumulative annual export tariff reduction reaching not less than 12.5 per cent of its present level. 27 As for Financial Transactions Taxes, the also proposed 12.5 per cent cumulative -----26 As the fiscal yield of export tariffs is based on two components: the rate of exchange and the international price of commodities, the latter's falls induces the government to intervine to keep a high exchange rate.
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The proposal considers both the cases of an annual 12.5 per cent linear reduction in all export tariffs or case by case reduction which final overall impact reaches 12.5 per cent. reduction could either mean a change in the existing tax rate or its taxpayer's use as a tax credit applicable to Individuals' Income and Corporate Tax.
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Third, Table 12 also shows required additional public spending, as determined by the solution to the endogenous model of economic growth developed in Section 2. In reason of the alternative chosen for public spending and -----
As mentioned above, the second possibility is favoured on grounds that it will help to reduce evasion without increasing fiscal pressure.
acknowledging that congestion mainly affects existing infrastructure stock, it goes without saying that is not envisaged in the simulation exercise a current spending increase but the formation of new public fixed capital stock.
Fourth, the case is also considered in Table 12 of the additional budgetary burden that new financial responsibilities towards domestic and foreign bondholders of the defaulted debt, following the recent response to the government's offer, 29 will impose to the public sector. In this case, the table includes only figures for interest payments (as capital amortization will be due only as of 2024) and acknowledges the financial surplus for the overall Public Sector in Argentina, which amounted in 2003 to 1.39 points of GDP.
Let it however an important conclusion, suggested by figures in Table 12 above, be stressed: notwithstanding the fact that the expected fiscal outcome shows fiscal surpluses all throughout the period considered, the latter shrink as the cumulative reduction in Transaction Tax and Export Tariffs takes place for what, and unless the growth rate increases or further evasion checking helps reinforcing tax revenues, a complete elimination of the former two taxes is not envisaged in the very short run.
Concluding remarks
The paper highlighted the relationship between public spending and the rate of economic growth, in the frame of a model of endogenous growth in which public services and facilities are subject to congestion.
A natural empirical extension consisted in comparing the optimal government size, as derived from the mentioned model, and the actual government size based on overall budgetary commitments of the three government levels in Argentina, including revenue items as well as expenditure items. Figures showing that the actual government size was slightly smaller than the optimal one hide however the fact that most public spending is devoted to non capacity creating outlays or to finance public services whose congestion level is much more difficult to assess whereas public investment (mainly public construction) in facilities like roads, transport and the like, which can more easily be congested by users, practically stagnated in the last five years.
In the light of the achieved results and of the evidence furnished by public spending figures in Argentina, a dynamic simulation exercise was intended whereby the gap between optimal and actual government size could be closed by resorting to the application of measures that meet, from the fiscal viewpoint, the long run requirements of positive economic growth.
It appears necessary, in the first place, and given the real risk of hindrance on growth likely to be imposed by public facilities' scarcity in the very short run, that -----29 At the closing date, on 25 February 2005, the proposal gathered an acceptance level of 76.06 per cent.
any expansion of expenditure be carried out at the expense of current spending share in total public spending.
Second, and from the revenue side, the exercise proved that additional financial needs, as well as revenues required to partially do away with damaging taxation as Financial Transactions Taxes and Export Tariffs, would not alter the fiscal balance provided that the extremely high evasion levels in main taxes (Value Added Tax, Income Tax and Social Security Contributions) could be reduced to more reasonable standards. As a matter of fact, the hypothesis of one fifth reduction in evasion sufficed, in the simulation carried out for the period 2005-08, to match the needed extra fiscal revenues.
Nevertheless, the simulation exercise gave clear evidence that a complete elimination of both distorting taxes would require further efforts in evasion curtailing, new tax instruments or higher growth rates, should the equal yield principle be met.
It is also worth mentioning that the exercise's results allowed also for the margin necessary in order that the additional financial burden, arising from the prospective settlement of the defaulted public debt, be met.
Last but not least, the paper's conclusions also pointed out that the results of the exercise carried out could only be conducive to long run dynamic fiscal sustainability if -and only if -the model's prediction of a constant and positive rate of growth of GDP is finally validated by reality. Table 13 Argentina: Tax Revenues from All Government Levels (millions of current Argentine pesos) (1) Provisional figures.
STATISTICAL APPENDIX
Source: Own estimates based on official figures for the GDP and of revenue data in Table 13 . TOTAL MUNICIPAL REVENUE 100.00 100.00 100.00 100.00
(1) Provisional figures.
Source: Own estimates based on revenue figures in Table 13 .
